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Coast Guard Deepwater Acquisition Programs: 
Background, Oversight Issues, and Options 

for Congress 



Summary 

The term Deepwater refers to a collection of more than a dozen Coast Guard 
acquisition programs for replacing and modernizing the service’s aging fleet of 
deepwater-capable ships and aircraft. Until April 2007, the Coast Guard had pursued 
these programs as a single, integrated acquisition program that was known as the 
Integrated Deepwater System (IDS) program or Deepwater program for short. The 
now- separated Deepwater acquisition programs include plans for, among other 
things, 91 new cutters, 124 new small boats, and 247 new or modernized airplanes, 
helicopters, and unmanned aerial vehicles (UAVs). 

The Coast Guard, which is part of the Department of Homeland Security (DHS), 
requested $990.4 million in FY2009 acquisition funding for Deepwater programs. 
The FY2009 DHS appropriations act was passed as Division D of H.R. 2638/P.L. 
110-329 of September 30, 1008, a consolidated appropriations act. H.R. 2638/P.L. 
110-329 provides $1,034.0 million in FY2009 acquisition funding for Deepwater 
programs. 

The year 2007 was a watershed year for Deepwater acquisition. The 
management and execution of what was then the single, integrated Deepwater 
program was strongly criticized by various observers. House and Senate committees 
held several oversight hearings on the program. Bills were introduced to restructure 
or reform the program in various ways. Coast Guard and industry officials 
acknowledged certain problems in the program’s management and execution and 
defended the program’s management and execution in other respects. The Coast 
Guard announced a number of reform actions that significantly altered the service’s 
approach to Deepwater acquisition (and to Coast Guard acquisition in general). 

A June 2008 Government Accountability Office (GAO) report on Deepwater 
acquisition found that “Coast Guard leadership is making positive changes to its 
management and acquisition approach to the Deepwater Program that should put it 
in a position to realize better outcomes, although challenges to its efforts remain.” 

Potential oversight issues for Congress include but are not necessarily limited 
to the Coast Guard’s overall management of Deepwater acquisition, the status of 
certain Deepwater acquisition programs, and the so-called revolving door issue. This 
report will be updated as events warrant. 
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Coast Guard Deepwater Acquisition 
Programs: Background, Oversight Issues, 
and Options for Congress 



Introduction 

The term Deepwater refers to a collection of more than a dozen Coast Guard 
acquisition programs for replacing and modernizing the service’s aging fleet of 
deepwater-capable ships and aircraft. Until April 2007, the Coast Guard had pursued 
these programs as a single, integrated acquisition program that was known as the 
Integrated Deepwater System (IDS) program or Deepwater program for short. The 
now-separated Deepwater acquisition programs include plans for, among other 
things, 91 new cutters, 124 new small boats, and 247 new or modernized airplanes, 
helicopters, and unmanned aerial vehicles (UAVs). 

The Coast Guard has requested $990.4 million in FY2009 acquisition funding 
for Deepwater programs. 

The Coast Guard, which is part of the Department of Homeland Security (DHS), 
requested $990.4 mi llion in FY2009 acquisition funding for Deepwater programs. 
The FY2009 DHS appropriations act was passed as Division D of H.R. 2638/P. L. 
110-329 of September 30, 1008, a consolidated appropriations act. H.R. 2638/P. L. 
110-329 provides $1,034.0 million in FY2009 acquisition funding for Deepwater 
programs. 

The year 2007 was a watershed year for Deepwater acquisition. The 
management and execution of what was then the single, integrated Deepwater 
program was strongly criticized by various observers. House and Senate committees 
held several oversight hearings on the program. Bills were introduced to restructure 
or reform the program in various ways. Coast Guard and industry officials 
acknowledged certain problems in the program’s management and execution and 
defended the program’s management and execution in other respects. The Coast 
Guard announced a number of reform actions that significantly altered the service’s 
approach to Deepwater acquisition (and to Coast Guard acquisition in general). 

A June 2008 Government Accountability Office (GAO) report on Deepwater 
acquisition found that “Coast Guard leadership is making positive changes to its 
management and acquisition approach to the Deepwater Program that should put it 
in a position to realize better outcomes, although challenges to its efforts remain.” 

Potential oversight issues for Congress include but are not necessarily limited 
to the Coast Guard’s overall management of Deepwater acquisition, the status of 
certain Deepwater acquisition programs, and the so-called revolving door issue. 




http://wikileaks.org/wiki/CRS-RL33753 



CRS-2 



Background 



Deepwater Missions 

The Coast Guard performs a variety of missions in the deepwater environment, 
which generally refers to waters more than 50 miles from shore. These missions 
include search and rescue, drug interdiction, alien migrant interdiction, fisheries 
enforcement, marine pollution law enforcement, enforcement of lightering (i.e., at- 
sea cargo-transfer) zones, the International Ice Patrol in northern waters, overseas 
inspection of foreign vessels entering U.S. ports, overseas maritime intercept 
(sanctions-enforcement) operations, overseas port security and defense, overseas 
peacetime military engagement, and general defense operations in conjunction with 
the Navy. Deepwater-capable assets are also used closer to shore for various 
operations. 

Origin of Deepwater Acquisition Effort 

The Coast Guard initiated the Deepwater acquisition effort in the late 1990s, 
following a determination by the Coast Guard that many of its existing (i.e., 
“legacy”) deepwater-capable legacy assets were projected to reach their retirement 
ages within several years of one another. The Coast Guard’s legacy assets at the time 
included 93 aging cutters and patrol boats and 207 aging aircraft. Many of these 
ships and aircraft are expensive to operate (in part because the cutters require large 
crews), increasingly expensive to maintain, technologically obsolete, and in some 
cases poorly suited for performing today’s deepwater missions. 

Structure of Deepwater Acquisition Effort 

Structure Until 2007. Until 2007, the Coast Guard pursued Deepwater 
acquisition through a single, performance-based, system-of-systems acquisition 
program that used a private- sector lead system integrator (LSI): 

• System-of-Systems Acquisition. Rather than replacing its 
deepwater-capable legacy assets through a series of individual 
acquisition programs, the Coast Guard initially decided to pursue the 
Deepwater acquisition effort as an integrated, system-of-systems 
acquisition, under which a combination of new and modernized 
cutters, patrol boats, aircraft, along with associated C4ISR 1 systems 
and logistics support, would be procured as a single, integrated 
package (i.e., a system of systems). The Coast Guard believed that 
a system-of-systems approach would permit Deepwater acquisition 
to be optimized (i.e., made most cost effective) at the overall 
Deepwater system-of-systems level, rather than suboptimized at the 
level of individual Deepwater platforms and systems. 



1 C4I stands for command, control, communications, computers, intelligence, surveillance, 
and reconnaissance. 
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• Private- Sector Lead Systems Integrator (LSI). To execute this 
system-of-systems acquisition approach, the Coast Guard initially 
decided to use a private- sector lead system integrator (LSI) — an 
industry entity responsible for designing, building, and integrating 
the various elements of the package so that it met the Coast Guard’s 
projected deepwater operational requirements at the lowest possible 
cost. 2 The Coast Guard decided to use a private-sector LSI in part 
because the size and complexity of the Deepwater program was 
thought to be beyond the system- integration capabilities of the Coast 
Guard’s relatively small in-house acquisition work force. 

• Performance-Based Acquisition. The Coast Guard initially 
pursued the Deepwater program as a performance-based acquisition, 
meaning that the Coast Guard set performance requirements for the 
program and permitted the private- sector LSI some latitude in 
determining how the various elements of the Deepwater system 
would meet those requirements. 

The Coast Guard conducted a competition to select the private-sector LSI for 
the Deepwater program. Three industry teams competed, and on June 25, 2002, the 
Coast Guard awarded the role to Integrated Coast Guard Systems (ICGS) — an 
industry team led by Lockheed Martin and Northrop Grumman Ship Systems 
(NGSS). ICGS was awarded an indefinite delivery, indefinite quantity (ID/IQ) 
contract for the Deepwater program that included a five-year baseline term that ended 
in June 2007, and five potential additional award terms of up to five years (60 
months) each. On May 19, 2006, the Coast Guard announced that it was awarding 
ICGS a 43-month first additional award term, reflecting good but not excellent 
performance by ICGS. With this additional award term, the contract has been 
extended to January 2011. 

Revised structure Since 2007. In 2007, as the Coast Guard’s management 
and execution of the then-integrated Deepwater program was being strongly 
criticized by various observers, the Coast Guard announced a number of reform 
actions that significantly altered the service’ s approach to Deepwater acquisition (and 
to acquisition in general). As a result of these reforms, the Coast Guard, among other 
things, stopped pursuing Deepwater acquisition through a single, performance -based, 
system-of-systems acquisition program that used a private-sector LSI, and began 
pursuing Deepwater acquisition as a collection of individual, defined-based 
acquisition programs, with the Coast Guard assuming the lead role as systems 
integrator for each: 

• Individual Programs. Although Deepwater acquisition programs 
still appear in the budget under the common heading IDS, the Coast 
Guard is now pursuing Deepwater acquisition programs as 
individual programs, rather than as elements of a single, integrated 



2 For more on private-sector LSIs, see CRS Report RS22631, Defense Acquisition: Use of 
Lead System Integrators ( LSIs ) — Background, Oversight Issues, and Options for Congress , 
by Valerie Bailey Grasso. 
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program. The Coast Guard states that it is still using a systems 
approach to optimizing its acquisition programs, including the 
Deepwater acquisition programs, but that the system being 
optimized is now the Coast Guard as a whole, as opposed to the 
Deepwater subset of programs. 

• Coast Guard as System Integrator. The Coast Guard announced 
in April 2007 that, among other things, it would assume the lead role 
as systems integrator for all Coast Guard Deepwater assets (as well 
as other major Coast Guard acquisitions as appropriate). The Coast 
Guard is phasing out its reliance on ICGS as a private- sector LSI for 
Deepwater acquisition, and shifting system-integration 
responsibilities to itself. To support this shift, the Coast Guard is 
increasing its in-house system- integration capabilities. 

• Defined-Based Acquisition. The Coast Guard has decided to shift 
from performance-based acquisition to the use of more-detailed 
specifications of the capabilities that various Deepwater assets are 
to have. The Coast Guard states that although this new approach 
involves setting more-detailed performance specifications, it does 
not represent a return to minutely-detailed specifications such as the 
Military Specification (MilSpec) system once used in Department of 
Defense (DOD) acquisition programs. The Coast Guard refers to its 
new approach as defined-based acquisition. 

The Coast Guard has stated that the 43-month award term with ICGS is being 
used to complete Deepwater acquisition efforts already underway. Task orders 
issued under the award term, the Coast guard has stated, are for performance periods 
of not more than 18 months, with the aim of closing out these efforts. By July 1, 
2007, the Coast Guard has stated, only three Deepwater contract line item numbers 
(CLINs) remained with ICGS — those for the National Security Cutter (NSC), the 
Maritime Patrol Aircraft (MPA), and C4ISR integration. 

The Coast Guard states that as of late-April 2008, its in-house acquisition and 
program-management staff included 946 people. The Coast Guard’s goal is to 
increase that figure to about 1,000. The Coast Guard states that as of late-April 2008, 
there were shortfalls within the Coast Guard’ s acquisition and program-management 
staff in the areas of contract officers and certain other specialities. The Coast Guard 
stated that it is addressing these shortfalls through new hiring and training, and that 
the effort to overcome these shortfalls might be complete within about 24 months, 
depending on budgets and the hiring environment. 

The Coast Guard states that it will continue to use the services of independent, 
third-party sources of support, including the Navy. The Coast Guard states that 
“government program management will be performed by uniformed or civilian Coast 
Guard members, other government agencies),] and support contractors (e.g., the 
American Bureau of Shipping [ABS]). The support contractors working directly on 
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government program management tasks as directed by the Cost Guard will be 
selected in accordance with the Federal Acquisition Regulations.” 3 

Deepwater Assets Planned for Acquisition 4 

2006 Acquisition Program Baseline. Tablet shows the Deepwater assets 
planned for acquisition under the November 2006 Deepwater Acquisition Program 
Baseline (APB), and the estimated acquisition cost of these assets in then-year 
dollars. As shown in the table, the Coast Guard estimates the total acquisition cost 
of these assets at $24.23 billion in then-year dollars. Acquisition funding for these 
assets is scheduled to be completed in FY2025, and the buildout of the assets is 
scheduled to be completed in 2027. 

Table 1. Deepwater Assets Planned for Acquisition 

(with acquisition costs in millions of then-year dollars) 



Qty. 


Item 


Cost 


Air assets 


6 


Missionized HC-130J Long Range Surveillance (LRS) aircraft (cost 
of missionization) 


11 


16 


Modernized and upgraded HC-130H LRS aircraft (cost of 
modernization and upgrading) 


610 


36 


New HC-144A Medium Range Surveillance (MRS) aircraft (also 
called Maritime Patrol Aircraft, or MPA) based on the European 
Aeronautic Defence and Space Company (EADS)/CASA CN-235 
Persuader MPA aircraft design 


1,706 


42 


Modernized and upgraded MH-60T Medium Range Recovery 
(MRR) helicopters (cost of modernization and upgrading) 


451 


102 


Modernized and upgraded HH-65C Multi-Mission Cutter 
Helicopters (MCHs) (cost of modernization and upgrading) 


741 


45 


New vertical take-off unmanned aerial vehicles (VUAVs), also 
called unmanned aircraft systems (UASs) 


503 


Subtotal air assets 


4,022 


Surface assets 


8 


New National Security Cutters, or NSCs, displacing about 4,000 
tons each (i.e., ships analogous to today’s high-endurance cutters) 


3,450 


25 


New Offshore Patrol Cutters, or OPCs, displacing about 3,200 tons 
each (i.e., ships analogous to today’s medium-endurance cutters) 


8,098 



3 Source for information in this paragraph and the preceding paragraph: Coast Guard 
briefing to CRS on the Deepwater program, April 28, 2008. For additional information on 
the Coast Guard’s plan for increasing its in-house acquisition and program-management 
capabilities, see Department of Homeland Security, Untied States Coast Guard, Acquisition 
Human Capital Strategic Plan, Washington, 2008. 

4 Additional background information on Deepwater acquisition programs is available at the 
Coast Guard’s acquisition website at [http://www.uscg.mil/acquisition/]. 





